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UNITED STATES GENERAL ACCOUNTING OFFICE
WASHINGTON 25, D. C.
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DIVISION OF AUDITS

B-118601

Mr. Gl2nn L., Emmons
Commissioner of Indlan Affalrs
Department of the Interlor

Dear Mr, Emmons:

Herewlth i1s our report on the audit of the Phoenlx,
Arlizona, Area Offlice, Bureau of Indian Affalrs, for fls-
cal year 1955. During the audlt we reviewed selected
phases of the organlzation, procedures, and operations

at the locatlons visited and gave particular attentlon

to the deficlienclies reported as a result of our audit
for fiscal year 1954, We have glven consideration to
the area office's corrective actlions with respect to our

report for 1954,

As indlcated by the number asnd character of the de-
ficlencles on which we are reporting, our sudlt has dls-
cloged a number of fallures in the area office to comply
with stated policles and procedures of the Bureau in-
cluded in the Code of Federal Regulatlons and the Indlan
Affalilrs Manual. Many of these deficiencies would have
been disclosed by a vigorous program of adminlistrative
inspection and lnternal audlt. Such a program would af-
ford the Bureasu an opportunity to take early correctlve
actlion based on its own findings. We noted in a number
of cases that recommendatlons made in our previous audlt
report had been accepted and corrective action had been
taken or inltliated at the locatlons specifically men-
tioned; however, in some caseg we noted a fallure to ap-
Ply the recommendation to other locations, not specifi-
cally stated, at which the finding was also applicable,

We wlish to acknowledge the cooperation given to our
representatives at each of the locations in the area
visited by us. Our findlings have been revliewed with re-
sponsible area officlgls durling the audit., The Area Di-
rector and gppropriate agency superintendents have been
advisgsed in wrltling of most of the findings reported here-
with; we have been informed that in many lnstances cor- !
rective action has been or will be taken., We will be
happy to discuss these comments in greater detall wilth
you or members of your organlzatlon,

B~118601

Your comments and advice as to actlion taken on the
matters presented in this report will be appreciated.

Sincerely yours,

E, (.%VI{I' (=3 Jr.‘ﬁ’

Director of Audits

Enclosure
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REPORT ON AUDIT

OF
PHOENIX AREA OFFICE, PHOENIX, ARIZONA

BUREAU OF INDIAN AFFAIRS

DEPARTMENT OF THE INTERIOR

FOR THE FISCAL YEAR ENDED JUNE 30, 1955

TRRIGATION

1. Collections on deferred-irrigation assessments
used improperly for expenditures

In our report for fiscal year 1953 (item 22, p. 21) we pointed
out that irrigation projects under the Jurisdiction of tae Phoenilx
Area Office made no reimbursement to the Tnited States Treasury
for collectlons of deferred operation and mainternance assessments
that had been financed by reimbursable appropriatlions. During fis-
cal year 1954 the San Carlos Project was the only one in the
Phoenix Area to deposit funds into mlscellaneous recelpt account
No. 143558, Recoveries on Account of Reimbursable Maintenance

Charges.

Our audlt of fiscal year 1955 transactions disclosed that the
Uintah, Colorado River, Chuichu, and San Xavier Irrigation Projects
did not deposit into the United States Treasury, as miscellaneous -
recelpts, the collectlions of deferred operation and malintenance as-
sessments th~t have been financed by reimbursable appropriations,

Collectlons of assessments 1in arrears on Indlan lands were
deposlited to the collection accounts at all four projects and made
avallable for future expenditure, These collections during the
period January 1 through June 30, 1955, of prior years' assess-
ments, for the proJects visited during the audlt are as follows:

Amounts

ProJject collected
Colorado River $ 3,284
Chulchu 22
San Xavier 143
Uintah 32,918
$36,367

In addition, the Chuichu Project collected amounts totaling $8u4Y4
during calendar year 1954 relating to assessments for the same

year., These collectlons were deposited to the project's trust
fund, although all operation and maintenance costs were financed
from reimbursable appropriated funds., At the other projects that
were audited In fiscal year 1955, operation and maintenance costs
had been financed from both project revenues and reimbursable
appropriations.

. The accounting procedures now followed by the Phoenlx Area
do mnot permit precise determination of the amounts of collections
of operation and maintenance assessments originally finauced from
reimbursable appropriations, Furthermore, in a memorandum dated
May 10, 1955, Area Directors were advised by the Acting Assistant
Commissioner (Administratioun) to continuve making deposits of all
collgctions for .each project to the operstion and maintenance ac-
count,

To assure the proper application of receipts, we recommend
that collections of deferred assessments financed by reimbursable
appropriations be pald into the United States Treasury as miscela-
laneous recelpts and that the accounting records be meintained in
a mamner that will disclose adequately such collasctions,

To that end we recommend that the Commissioner prescribe the
following procedures in the Indlan Affairs Manual to acccunt for
irrigation operation and malntenance assessments and collections.

a, Annual operation and meintenance assessment:

Debit: Account 136.5 Accounts Receivable, Operation and
Malntenance Charges, Indian Lands

Credit: Account 550.1 Operation and Maintenance--
Irrigation, Income

b, When there is an officiel determination that an Indian is
unable to pay the operation and maintenance assessment and
relmbursable appropriations are used to finance the assess-

ment:

Debit: Account 128,2 Deferred Recelvables, Operation and
NMaintenance Charges

Credlt: Account 136,.5 Accounts Receivable, Opération and
Malintenance Charges, Indlan Lands

c., When deferred operation and maintenance assessments are
palad:

Debit: Account 204,2 Funds Returned to the U.S. Treasury,
Operation and Maintenance Repayments

Credlit: Account 128,2 Deferred Recelvables, Operation and
Maintenance Charges


file:///-lhen

These procedures will correct. the present deficlencies in account-
ing without requiring any changes in the Bureau's accounting
system., The officlal views of the Department on this matter have
been requested.,

2. Proceeds from egulvment sales
improperly depnosited to project accounts

The proceeds from the sale of equipment of the Colorado River
and Chuichu Irrigation Projects were improperly Jeposited to *the
operation and maintenance trust funds of the projects. For the
month of June 1955 these deposits amounted to $7,864 for the Colo-
rado River Project and $511 for the Chulchu Project.

Phoenix Area Office fiscal personnel stated that project rec-
ords do not differentiate between the sources of funds used to
purchase equipment, and that no attempt was made to identify the
equipment sold with the approprlation from which it was originally
financed. '

Bureau records show no expeunditures from the Chuichu Project
trust fund., Therefore there 1s no basis for depositing to that
fund the proceeds of sale of equipment that had not been originally
purchased with trust fund moneys. At the Colorado River Project,
expenditures had been made from both trust funds and reimbursable
appropriations, but the source of the funds used in purchasing
equipment could not be 1ldentified,

The proceeds of sale of surplus property are required to be
covered into the Treasury as miscellaneous receipts. (See 40
U.S.C. 485(a),) An exception is permitted by 40 U.S.C. 485(Db)
which provides in part that when such property is acquired by the
use of fuuds elther not sppropriated from the general fund of the
Treasury or approprlated therefrom but by law reimbursable from
assessment or other receipts, then the net proceeds of the dispo-
sition shall be credited to the reimbursable fund or appropria-

tion.,

In the absence of a positive identification of the source of
the funds from which the equipment was purchased, so as to bring
the proceeds involved within the exception referred to above, we
recommend that the Area Director deposit the amounts mentioned
above, and any other proceeds from similar transactions, in the
United States Treasury as miscellaneous receipts,

3. Data on status of project lands not adeguate

In our report for fiscal year 1954 (item 21, p. 12) we stated
that the irrigable acreage reported in Phoeunix Area Crop Reports
did not agree with related statistlics on file at certain irriga-
tion projects. The area records show that this deficlency gtill

exists. At the Colorado River and Uintah Irrigation Projects ade-
quate informatlon on irrigable acres is not avallable on which to
determine the assessments necessary for operation and maintenance
of irrigation works.

Assessments for operation and maintenance costs are based on
the irrigable acreage of irrilgation projects. The total irrigable
farm acreage reported for the Ulntah Project in the Phoenix Area
1954 Crop Report did not agree with the acreage in the area under
constructed works at the project as reported on the Irrigation
Data Sheet used for budget requests and anmual reports. Nelther
report agreed with the total irrigable acreage recorded in the
water users' ledger.

Acreage statlistics for the Ulntah Irrigation Project taken
from the different records purportinﬁ to cover the same area are
as follows for the calendar year 1954:

Acres
Irrigation Data Sheet showing area
under constructed works for 1954
(estimates for fiscal year 1957) 77,761
Calendar Year 1954 Crop Report 80,165
Total irrigable acreage on water
users' ledger 78,086

The Colorado River Project Irrigation Data Sheet contaluning
the estimates for fiscal year 1957 showed 33,403 irrigated acres
under counstructed works for 1954, Of this number, 6,154 acres
were under Government control either for reclamation work or pend-
ing assignment to Indians and were not counsidered in the billing
for operatlion and malntenance costs. Thls deductlon left a re-
mainder of 27,249 acres; however, only 26,588 acres were con-
sidered in billing for water duriung calendar year 1955. Since the
water users® ledger had not been posted for 1955, we could not
determine whether the uunbilled acres had been included in assess~
ments for water.

Qut of a total of 110 Colorado River Irrigatioun Project allot-
ments or parts of allotments which had not been billed for opera-
tion and maintenance assessments, tests were made of 11 located
in Section 11, Township 9, North Range 20 West., A4ll contained

irrigable acres.

Accurate and reliable data on irrigable acreage of irrigation
projects are required to make certain that reimbursable consftruc-
tion costs and operation and maintenance costs can be properly
assessed. We recommend that the Area Director take action to have
surveys performed to determine the irrigable acreage of area 1irri-
gation projects. These surveys could take the form of a list or
tabulation of the plats or allotments at an irrigation project,

a determination of irrigable and nonirrigable acreage in each plat
or allotment, and an over-zll summary of the detall tabulation.



L. Operation and maintenance assessment rates

not sufficient to cover costs '

In our reports for fiscal years 1953 (item 12, p. 11) and

1954 (item 16, p. 9) we stated that assessment rates charged water
users on certain irrigation projects in the Phoenix area were not
sufficient to recover the operation and maintenance costs on these
projects. Area records show that some progress has been made to
increase the assessment rates. However, our audit for fiscal year
1955 disclosed that the rates assessed on three of the four proj-
ects reviewed were not -sufficient to cover the costs of operation

and maintenance,

For the calendar year 1954 the rates per acre assessed on the
Chuichu and San Xavier Irrigation Projects for operation and main-
tenance were $11.90 and $4.49 less, respectively, than the actual
cost per acre. These differences are computed based on informa-
tion supplied by area and agency personnel, as follows:

Projects
Description Chuichu San Xavier
Total assessed irrigable acres ' 575.7 1,376.8
Total operation and maintenaznce costs $7,761 $7,561
Total operation and maintenance assessments 906 1,377
Total excess cost $6.855 $6,184

Cost per assessed irrigable acre $13.h8a - $5.49
Assessment per acre 1.58 1.00

$11.90 $h .09

Excess cost per acre

ZAverage rate

The policy of the Bureau is to charge water users for del@v-
ery of water at rates sufficient to cover all operac}on.and main-
tenance costs. Moreover, a lien is created against irrigable
lands urder irrigation projects where the operation agd mainte-
nance costs of such projectc remain unpaid and_are reimbursable.
Bureau procedure (56 IAM 803) requires that billings and collec-
tions of operation and maintenance assessments for each tract gf
land be recorded in the water users' ledgers and that the unpaid
charges remain as a ilen against the land. When the assessment
rates are less than the actual costs of operation and maintenance,
the water users' ledgers do not provide current accurate informa-
tion on liens against the specific ailotments of irrigable lands.
This information is essential in event the lands are sold, espe-
cially at the San Xavier Project on which all the assessed acres

are allotted. :

To provide for payment of proper amounts of operation and
maintenance costs, we recommend that the Area Director take action
to set assessment rates at the Chuichu and San Xavier Irrigation
Projects sufficient to cover all reimbursable operation and main-
tenance costs.

'he acreage used in the computation of operation and mainte-
nance assessments for the Uintah Irrigation Project includes sub-
marginal lands that will not receive water. As a result the as-
sessment rate is insufficient to pay the costs of operation and
maintenance and appropriated funds are used to pay the costs not
covered by the assessments to water users.

The total area of the project that can receive water amounts
to 77,761 acres based on current Bureau records. Of the total
acreage in the project, about 15 percent was determined to be per=-
manently nonagricultural in a report entitled "A Study of Economic
Conditions on the Uintah Irrigation Project, Utah,"™ prepared by
A. L. Walker, Agricultural Economist, and submitted to the Commis-
sioner of Indian Affairs in September 1938. This report was based
on a project area of 76,091 acres. In view of the condition of
the records, we did not attempt to reconcile the difference.

The present assessment rate for the 77,761 acres in this gproj-
ect is $2310. The estimated operation and maintenance program for
1955 was $173,260, but contract income reduced this amount by
%7,400 to $165,860, for a rate of $2.13. Although the rate of
92,10 an acre would appear to substaatially cover the costs of op-
eration and maintenance, there is little likelihood of zallecting
assessments on idle submarginal lands. Hence, lands actually re-
ceiving water are in effect benefiting by the amounts of reim-
bursable funds applicable to submarginal lands. If the irrigable
77,761 acres are reduced by 15 percent.or 11,664 acres, the re-
maining area of $56,097 acres requires an assessment rate of $2.51
to recover the net operation and maintenance costs of $165,860.

Agency personnel stated that a project land reclassif.cation
survey is now under way to classify soils and redesignate project
lands. The survey is expected to be completed by October 1956.
The existence of significant areas of nonagricultural lands has
been knewn since 1938, and Mr. Walker's report recommended that
operation and maintenance costs no longer be assessed against such
lands. The possibility of collecting such assessments is remote,
and the continued inclusion of these lands in the base used in:
computing assessments has resulted in a rate that does not cover
all operation and maintenance costs and has required the Federal
Government to pay the difference.

To achleve a sound basis for requests for appropriations of
reimbursable funds, and to provide assurance that operation and
malntenance assessments are adequate, we recommend that the Area
Director take steps to set a rate at the Ulntall Irrigatioun Project
deslgned to recover all operation and maintenance costs and to
apply such rate to lauds actually benefiting from .-e irrigation
works,

S



5., Construction liens not based on current cost data

Current reimbursable construction costs have not beeg used by
the Uintah and Ouray Agency as a basis for establishing liens
against lands sold or transferred from trust status during the

fiscal year 1955.

Liens established to cover reimbursable construction costs
were based on a schedule of such costs prepared in June 12&2, dis~
tributed on a canal basis, showing total expenditures of 955,499
for 77,195.09 acres of project lands. In more recent years the
construction costs have not been distriouted on a canal basis.
Although construction expenditures have increasad since June 1942,
the agency did not take such increases into account when computing

liens.,

An example of losses that may result from this practice in-
volves Allotment U and W 257 covering 80 acres sold on March 28,
1955, to a non-Indian. The construction cost lien established for
this allotment and the amount paid under Bill No. 1408, dated
May 5, 1955, were based on the June 1942 schedule, of @7.93 an
acre. According to Bursau records, expenditures as of February 28,
1955, totaled $1,216,596 for 77,761 acres of project land, or an
average of 415.6L an acre. In view of the condition of the records,
we did not attempt to reconcile the difference between the acreage
reported here with that in the above paragraph. Uintah and Ouray
Agency employees advised us that the current data should have been
furnished by the area office, and the area office personnel stated
that such information should have been requested by the agency of-
fice. Area office personnel further stated that construction costs
should be prorated equally to all acres in the irrigation project

in accordance with volume V, part VI, section 706.08, of the Indian

Affairs Manual.

In order that the full amount of construction costs applicable
to parcels of land transferred from trust status may be recovered,
we reccmmend that the Area Director determine current construction
costs so that the proper liens may be currently recorded in the
water users' ledger, with the total amount due recorded in General
Ledgsr Account 128.1, Deferred Receivables--Construction Charges,
in accordance with volume IV, part II, section 502.C4B(2), of the
Indian Affairs Manual. -

6. Assassments in arrears on lands
subsequently lesased not collected

Aggressive action has not been taken to collect operation and
maintenance assessments in arrears from certain Indians, whose
lands were leased in calendar year 1955, on the Colorado River and
the Uintah Irrigation Projects.

During the period 1950-54 an average of 22,311 acres of In-
dian land were leased to non-Indians annually at the Uintah Irri-
gation Project. In connection with lands leased in calendar year
1955, records relating to 724 acres for 15 allotments in the No. 1
Canal water users! ledger were examined. Fourteen of these allot-
ments had outstanding assessme~* charges against them as of Au-

- gust 1955 dating back as far = 1945. The 14 allotments are shown
below.
Allotment Unpaid Annual Number of individuals
number Acres assessments rent sharing income
Unc. 1 96 $8549.66  $110.,00 8
U &WLus 40 106,82 60,00 9
" 53 40 120.46 100.00 1
moo122 78 525,20 225,00 8
noo211 40 33446 1/3 crop 9
"o 212 40 427.70 1/3 crop 9
® 250 L0 61.69 80.00 1l
no 251 L0 L12.87 40,00 1
" 299 L[-O ll—5,+. Slp 150000 5
"o343 72 565434 120.00 5
344 38 265 Th 50.00 19
"oL61 L0 L2,17 100,00 1l
m 720 L0 65,14 65,00 )
mo 721 40 1h4.32 65,00 8

The water users' ledger shows that all of these lands have

been or will be leased for at least L years.
Agency personnel have stated that income from lease rentals is in
some cases the only source of outside income available to the

Uintah and Ouray

In-

dians and that application of this revenue to the assessments due
would create hardships. However, during the period August 21,
1951, to August 30, 1955, per capita payments amounting to 34,795
were made to each enrolled Indian of the Ute Tribe, the principal
Indian tribe under Jurisdiction of the Uintah and Ouray Agency.

It would appear that such payments could also have been applied to

assessments due the Government, where applicable,

The Colorado River Indian Agency did not collect 1954 assess~
ments on Coleorado River Project lands of the following water users,
although the lands were leased in calendar year 1955:

Assessment
Bill Lease Annual
Water user number Amount number Acres rent
Andrew Johnson 54=750 $223.80 5681, 37.3  $74,6.00
Clarence Paddock 54-391 222,60 5723 36,3 726.00
Eugene Stevens L51-765-5L  111.60 5660 3742 600.04
8



We recommend that the Area Director make every effort to
reach agreements with Indians to apply available lease income or
other Indian funds to amounts due the United States and prescribe:
appropriate administrative controls to insure collection of as-
sessments in arrears on leased land. '

7. Delivery of excess water at no charge

No charge was levied by the Colorado River Irrigation Project
for water delivered to water users during the calendar year 1954
in excess of that covered by the basic assessment.

The Code of Federal Regulations (25 C.F.R. 130.7) provides
that charges for excess water delivered to water users of the
Colorado River Project shall be assessed at the rate of #1.50 an
acre-foot, Certain free excess water may, under 25 C.F,R. 130.6,
be allowed for not more than two successive years for certain al-
kali tracts planted to rice for the purpose of reclaiming the
lands. The records indicate that no rice was planted during 1954.
We examined 63 of the 263 water delivery record cards at the agency
and noted that 29 of the users had received water in excess of
their basic allowance without being billed therefor. The amount
due for the cases sampled was %8,928,of which 3,863 related to
the following non-Indians:

Excess water Rate per Amount
Lessce (acre-feet) acre-foot due
S. E., Bradshaw 178.8 #1450 5 268
Colorado River Trading Co, 2,333.8 1.50 3,501
M. V. Dominguez 63.0 1.50 ol
2,575.6 $3,863

We did not determine the total amounts which were due.
Agency personnel stated that some of the land involved is sandy or
contains alkali and therefore requires more water to produce a
good crop. Under such conditions it was considered that 25 C.F.R.
130.6 permitted an allowance of free water. As we have pointed
out above, however, the exemption permitted in that provision re-
lates only to rice~planted alkali areas.

On February 14, 1955, the Superintendent of the Colorado
River Agency advised the Project Irrigation Manager that excess
water should not be billed to Indians during 1955, but that a pol-
icy would be put inte etrfect to charge non-Indians for excess
water. The agency superintendent further stated that for 1956 the
agency proposes to also charge the Indians for excess water,

We recommend that the Area Director take action to collect
amounts due the United States under the applicable regulations spe i
cifically setting forth rates at which services furnished by )

irrigation projects shall be charged, and that agency_superintend-
ents be required to follow applicable regulations until cpapged or
superseded by proper authority. Only then can Bureau officials be
certain that its policies and regulations are being followed.

8. Costs of delivering water during nonirrigation
season not reimbursed by the beneficiaries

Costs incurred at the Uintah Irrigation Project as a result
of the delivery of domestic and stock water during the nonirri-
gation season have not been reimbursed by the beneficiaries.

Project officials estimated that such costs amounted to
$2,000 during fiscal year 1955, Volume V, part VI, section
804,05B, of the Indian Affairs Manual provices that water users
must bear the extra cost of off-season deliveries.,

In order that the.project may obtain reimbursement for the
costs incurred in such deliveries of water, we recommend that the
Area Director determine the costs involved and bill the water

users benafiting therefrom.

9. Charges not assessed for additional
water delivery points

The Uintah Irrigation Project is not making the prescribed ad-
ditional charge against tracts of land with more than one delivery

point.

A charge of 10 cents an acre is required for each additional
delivery point located on a tract of land in excess of the de-
livery point covered by the basic charge for water. (See 25 C.F.R.
130.77b.) Project personnel have estimated that 6,500 acres in
the project would be subgect to this assessment. On that basis
annual income of about $650 is being lost to the project.,

In order that income properly due is received by the project,
we recommend that the Area Director require compliance with the
regulation, that prescribed charges be made, and that appropriate

collections be made,

10. Deferred operation and maintenance
charees not recorded properly

In our report for fiscal year 1954 (item 30, p. 19) we stated
that the amounts of reimbursable appropriations obtained in prior
years by certain area projects were not recorded as receivables or
properly classified as being current or deferred. There has been

no change in this practice during fiscal year 1955.

During our audit for fiscal year 1955, note was made that the
situation existed also at the Colorado River Irrigation Project.
As a result, we were unable to determine, from the available

ny



records, the total amount of such deferred charges. Based on bal-
ances in the project general ledger accounts as of June 30, 1955,
such amount is estimated by us to be as follows:

Reimbursable appropriations:
Account 213.2, Loans Due U.S,==- . .
Operation and Maintenance 850,703
Less Account 206,.2, Charge=-offs
Authorized by Congress--
Operation and Maintenance L5k, L5k

Net deferred receivables 396,249

Receivables recorded on books:
Account 136.5, Accounts Receivable--
Operation and Maintenance
Charges=--Indian Lands 36,591

Unrecorded deferred receivables

(estimated) $359,658

In such a situation Bureau officials are provided with no au-
thoritative record of amounts due the United States for operation
and maintenance assessments. DMoreover, the condition may conceal
the unauthorized write-off or cancellation of assessments due, or
the undetected misappropriation of assessments collected.

We recommend that the Area Finance Officer record the total
amount of outstanding receivables in the project's books, and that

these receivables be classified as current or deferred in accord- .

ance with provisions in the Indian Affairs Accounting Manual.
Such action will facilitate the determination of the amounts which
should be deposited in the Treasury as miscellaneous receipts.

11. Lands excluded from opers .‘on and maintenance
assessments without_ adequwte supporting evidence

The Ulintah Irrigation Project records do not adequately sup-
port the nonassessment of operation and maintenance charges to
certain lands in the project classified as irrigable, but to which
water cammot be delivered with present project facilities.

Suspensions of the assessments have been shown by notations
on the lndividual accounts in the water users' ledger. However,
the author of the notations is not always identified, nor 1s the
reason or authority for the suspension fully stated.

We examined records relating to lands totaling 734.35 acres,
served by the No. 1 and Bench Canals, out of a total of 1,288 acres
not assessed. In none of the cases tested could we find that the
approval of the agency superintendent or the Area Director to sus-
pend the assessments had been obtained. We were advised that sus-
penslons had been authorized by irrigation englneers.

Assessments are requlred against the entire irrigable area of
each farm to which water can be delivered from the present con-
structed works. (See 25 C.F.R. 121.18.) Volume V, part VI, sec-
tion 802.02B, of the Indian Affairs Manual shows that trke Commis-
sloner of Indian Affalrs has delegated to Area Directors the au-
thority to 1ssue operation and maintenance assessment orders
against project lands to which water can be delivered. In the ab-
sence of a redelegation of such authority to agency personmmel, 1t
would appear that suspending such assessments would require simi-
lar authority.

Since the authority of lirrigation englneers to exclude areas
from assessment is not clearly defined, we recommend that the Com-
missioner clarify the procedure for suspending assessments to pro-
vide assurance that any such suspensions will be properly author-

ized.

12. Water users' ledeer not currentlyv posted

Operation and malntenance assessments and collections at the
Colorado River Irrigation Project for the calendar years 1954 and
1955 have not been recorded 1ln the water users'! ledger as required
by volume V, part VI, sectlions 803.02C and E(2), of the Indian Af-

falrs Manual.

A lien 1s created against irrigable lands under Indian irri-
gation projects where the constructlon and operation and malinte-
nance costs of such projects remain unpald and are relmbursable.
(See 25 C.F.R. 151.1.) These llens are not recorded wlth any
state agency, and, accordingly, the water users' ledger remalins
tre only source for an accurate determination of the amounts of
the liens against the specific allotments of irrigable lands. The
availability of current accurate information on liens 1is essential

Q2
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in the event lands are sold and the proceeds thereof are avallable
for liquidation of applicable lliens.

We recommend that the Area Director take prompt action to
have the water users' ledgers maintained on a current basls and
reconciled periodically to the project's financlal records.

13. Provision not made for collection
of construction lien upon sale of land

A contract covering the repayment of llens for construction
costs was not executed on the sale of land in the San Carlos Irri-
gation Project. This item was included in our report for fiscal
year 1954 (item 20, p. 12). Area officlals have advised us that
the matter has still not been brought to a conclusion.

A white woman inherited about 20 acres of land upon her Ind-
ian husband's death which extinguished Indian title automatically
by operation of law. The widow sold the land to the Gilla Rlver
Pima-Maricopa Indian Community on September 26, 1951, for a re-
duced price of $800. The land was purposely appraised at $800
upon the instructions of the agency superintendent in order that
the income to the widow would be exempt from State Welfare actionm.
Construction cost liens of about $157 an acre existed on this land
at the time of sale. While the land was counveyed to the tribe sub-
ject to the liens, a comstructlon cost repayment contract coverlng
the outstanding liens against the land was not executed before the
sale, although such action is required. (See 25 C.F.R. 151.2,)
These liens have not been paild by the purchaser or seller.

To insure the recovery and collection of reimbursable con-
struction costs due the Unlted States, we recommend that the Area
Director comply with the regulations governing the sale of land
and repayment of coustruction costs on land on which Indian title
has been extinguished. In this instance we further recommend that
a repayment contract be executed to cover the construction costs
liens on the acres of unrestricted, nontrust, irrigable land pur-
chased by the tribe. We recommend also that instructlons be 1s-
sued by the Area Director requiring that land appralsals by Bureau

employees be based on actual land values.

f -

LAND MANAGEMENT

14, Grezing records not mailntained

Records of an annual stock census are not being maintained at
the Uintah and Ouray Agency. Records of the use of grazing lands
are not belng maintalined at the Colorado River and Uintah and
Ouray Agencies.

The range unit records at the Uintah and Ouray Agency do not
show that an annual stock census has been taken to insure that the
carrying capacity fixed by the Commissioner is not belng exceeded.
(See 25 C.F.R. 71.8.) :

A reglster 1s not belng maintained at these agencies of all
users of the range, showing their names, the nuaber and kind of
stock belng grazed, the carrylng capaclty of each grazing unit,
the periods during which grazing should be permitted, and the fees
pald; nor could we find that a report of that information has been
ggbgi?ted to the Commissioner of Indian Affairs. (See 25 C.F.R.

To maintaln safeguerds against lmproper use of grazing lands,
we recommend that the Area Director observe the applicable regula-
tions, including those referred to herein.

15. Reports_to examiners of inheritance
not submitted monthly as required

In our report for fiscal year 1954 (item 8, p. 5) we stated
that superintendents of all agencles within the area were submite-
ting reports of Indian deaths for thelr districts to the examiner
of inheritance intermittently, although volume II, part II, sec-
tion 106,05, of the Indlan Affairs Manual provides that such re-
ports be submitted monthly.

In our audit for 1955 1t was disclosed that the Papago Agency
and the Pima Area Fleld Office have not submitted monthly reports
to the ezaminer of inheritance for the purpose of advising him of
all Indians who have dled leaving trust or restricted estates.

To enable the examiner of inheritance to adequately plan his
itinerary and conduct preliminary survey work, thereby facilitate-
ing the probate of estates, we recommend that the Area Director
require compllance with the manual provision.

16. Excessive backlops of probate cases

Excesslve backlogs of probate cases exist and probate cases
remain unsettled for many years.

Since 1950 the examiner of inheritance has not determined the
heirs of Indlans under the jurisdiction of the Papago Agency.who
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have dled intestate possessed of trust or restricted property.

Our review of 20 out of about 290 allotments disclosed that 7 al-
lotments are being used by Indians who have not been determined to
be the legal heirs of the decedents to whom the allotments had be-
longed. It would be possible, therefore, for the legal heirs to
assert a claim of mismanagement against the United States for al-
lowing such allotuents to be used by Indians having no legal right
thereto. Agency personnel stated that there 1s a present backlog
of about 500 cases which requlire probate..

At the Ulntah and Ouray Agency only 8 probate cases are over
2 years old. However, 3 of these 8 cases are over 20 years old.
The 3 cases are llsted below. .

Allotuent
Decedent number Reason for delay

Carrichie Unec 531 Turned over to examiner of inheritance;
no current information on status

Chester, Pilute TUnc 377 Turned over to examiner of inheritance;
additional information needed in view
of conflict in testimony; necessity of
determining if decedent had a wife

Cohoe, Sallie Une 293 Turned over to examiner of inheritance;
additional information needed

We were unable to determine from avallable records the dates of
death for the above decedents, but agency persommel stated that
the Indlans listed had died more than 20 years ago. Agency per-
sonnel stated also that a request will be made to declare the es-
tates in escheat and to submit the matter to the Secretary of the
Interior for a decisionm.

To prevent possible clalms against the United States by heirs
to trust or restricted property and to avoid additional and con-
tinuing administratlive expenses, we recommend that the Area Direc-
tor bring the status of truss or restricted land up to date and
take prompt actlion to determine the legal helirs.

17. Praobate fees not collected from estates,
helirs, or beneficlaries

Aggressive actlon has not been taken by the Colorado River,
Papago, and Ulntah and Ouray Ageuncles to collect probate fees from
estates, heirs, or beneficlaries, although such actlon 1s required.
(See 25 C.F.R. 81.22.)

Probate fees receilvable at the Colorado River Agency as of
June 30, 1955, amounted to 33,198. Out of 27 accounts totaling
8545 selected for examination, all bills against estates were ren-
dered before July 1945. Of the 27 accounts sampled, records for

i

15 were avallable for examination. Each of the 15 involved non-
income-producing lands; but the living heirs of 12 of the 15 es=-
tates have income from thelr own lands or from other lnherited

interests.

As of September 23, 1955, probate fees receivable at the
Papago Agency amounted to more than #4,000, representing about ]
200 accounts relating to lands on the San Xavler Reservation. Al-
though certain probate fees had been collected before the fiscal
year 1955, we noted three instances, out of 18 cases reviewed,
where estates had on deposit, inm indlvidual Indlan money accounts,

funds which had not been set off agalnst probate fees due.

In addition the records show that the estates of deceased
heirs or deceased beneficiaries of astates also have balances in

individual Indian money accounts.

As of September 30, 1955, probate fees receivable at the
Uintah and Ouray Agency amounted to $222, representing seven ac-
counts., In two instances estates had on deposit, in individual
Indian money accounts; funds which had not been set off against

probate fees due.

The Code of Federal Regulations provides (25 C.F.R. 81.22)
that upon a determination of the helrs to any trust or restricted
Indian property of the value of $250 or more or to any allotment,
probate fees shall be pald (1) by the heirs, or (2) by the benefi-
claries under the will, or (3) from the estate of the decedent, or
(4) from the proceeds of the sale of the allotment, or (5) from
any trust funds belonglng to the estate of the decedent.

To comply with the applicable regulatlions and take the neces-
sary steps to collect amounts due, we recommend that the Area Dl-
rector take aggressive action to collect probate fees from the ap-

plicable prescribed sources.
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INDIVIDUAL INDIAN MONEYS

18, Support for withdrawals from individual
Indian money accounts not adequate

In our report for fiscal year 1954 (item 41, p. 25) we
stated that the Fort Apache Agency had made payments to individual
Indians without the required supporting evidence. During our au-
dit for the fiscal year 1955 the area office records indicated
that proper support was now belng required. We did not visit the
Fort Apache Agency in 1955, but, at the Colorado River, Papago,
and Uintah and Ouray Agencies visited by us, withdrawals were be-
ing made during fiscal year 1955 without execution of the required
written application, Form 5-139b, "Individual Indian Accounts Ap-
plication," as prescribed in volume IV, part II, section
603.03E{19)(b) (i), of the Indian Affairs Manual. Further, records
of signatures were incomplete at the Colorado Rlver and Papago
Agencies. At the Uintah and Ouray Agency neither written nor
thumbprint signature records were maintalned, and separate account
folders were not used. '

Out of 218 accounts of record at the Colorado River Agency as
of June 30, 1955, tests of 40 disbursements relating to 22 ac-
counts disclosed that 14 disbursements were not supported by form
5-139b or other written authorization.

We reviewed all of the 35 accounts at the Papago Agency as of
August 31, 1955, for disbursements other than recurring monthly
payments, and in two accounts the required application was not of
record. In connection with six recurring monthly payments relat-
ing to two accounts, the statements by the superintendent required
for such disbursements were not on file in the individual jackets,
although court orders appointing guardians and prescribing amounts
to be paild were attached to account ledger sheets.

The Uintah and Ouray Agency began using form 5-139b on or
about October 1, 1954, As of September 23, 1955, none of the ap-
plications had been filed or sorted, and they had been accumulated
in a filling basket. Provisions of the Indian Affalrs Manual also
provide that a separate folder wlll be maintained for each account
and will contain all withdrawal applications. Our examination of
458 out of 2,470 checks pald during the months of October, Novem-
ber, and December 1954 and June 1955 showed that there were no
forms 5-139b for 106 checks, that some of the forms executed did
not have the Indlan's signature or thumbprint, and that two of the
forms were not approved by a Bureau official.

Prudent banking practice would require that wlithdrawal appli-
cations be signed arnd signature or thumbprint records be maintained
for each account owner to ald in the determination that disburse-
ments are made to the proper depositor., We recommend that the Com-
missioner provide for the establishment of signature cards for IIM

i

account owners, Also, in order for the Bureau of Indian Affalrs

to discharge satisfactorily its responsibility for handling indl-
vidual Indian accounts, we recommend that the Area Director take

steps to require that the applicable regulations be strictly ob-

served, '

19. Individual Indian money ledgers contaln small
and inactive accounts which should be closed

In our report for fiscal year 1954 (item 40, p. 25) we stated
that the Port Apache Agency had made no attempt to close 1nactlve
accounts with balances of $100 or less, During our audit for fis-
cal year 1955 our examlinatlion of the area records indicated that
all agencles had been instructed to make a concentrated effort to
close small accounts, However, at the Colorado Rilver, Papago, and
Ulintah and Ouray Agenciles small accounts had not been closed at -
the time of our examination in September 1955,

Accounting Systems Memorandum No. 28 issued by the General Ac-
counting Office on June 26, 1953, requires agencles to analyze
theilr trust and deposit fund accountc at least quarterly for the
purpose of determining unclaimed balances which may be properly
dlsbursed to the individuals concerned.

In our review of 11 of the 35 indivlidual Indlan money accounts
of record at the Papago Agency as. of August 31, 1955, 1t was dis-
closed that the required analyses of accounts had not been made
and that 8 accounts had not been active for the past 12 months,

Six of these eight accounts had been held open because the where-
abouts of the owners were unknown,

Of the 534 individual Indian money accounts at the Uintah and
Ouray Agency as of August 31, 1955, there were 193 which had bal-
ances of less than $100, summarized as follows:

$10 or less 117
More than 210, but not more than $50 55
More than $50, but not more than $100 21

Total 193

We examined 35 of the accounts with balances under $100 and 4 were
found to have been inactive for more than a year,

Although the Colorado River Agency has closed out 75 lnactive
individval Indian money accounts with small balances out of 154 ac-
counts transferred from the Sacramento Area Office, we examined 20
other inactlve accounts and noted that the following accounts
should have been closed also.
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Account _ Last

Name number Amount activity
Hopi Community Board H-194 $52,00 -10-1-52
James Laffoon 1-82 L 10-1-52
Rafael Ranee R-10 20.75 ©1-1-54

No apparent effort had been made, however, to close these accounts.

To reduce the number of 1lnactive individual Indian money ac-
counts, we recommend that the Area Director make an effort to lo-
cate those Indians whose whereabouts are unknown and, if after a
reasonable length of time the Indlans cannot be located. to close
gge accounts in accordance with Accounting Systems Memorandum nNo.

20, Statements of individual Indian money accounts
not distributed

In our report for fiscal year 1954 (item 39, p. 25) we stated
that the Fort Apache Agency was not distributing statements of in-
dlvidual Indian money accounts every 6 months as required by ex-
isting regulations. Our examination of the area records for fis-
cal year 1955 indicated that all agencles had been instructed to
distribute these statements. However, the Colorado River and
Uintah and Ouray Agencies had not distributed the statements of ac-
counts as required by volume IV, part II, section 603.03E(19)(a),
of the Indian Affalrs Manual. In addition, a memorandum dated
July 20, 1955, from the Assistant Commissioner (Administration),
provides that for the period ended June 30, 1955, and for each 6
months' period thereafter, the first copy now being maintained of
each account will be detached and furnished to the individual.

To avold controversies and possible claims regarding amounts
on deposit by Indians, we recommend that the Area Director enforce
the applicable manual provisions and the instructions of the As-
sistant Commissioner.

21. Inappropriate use of account 2224.3,
Deposits--Other

The followlng receipts were incorrectly recorded by the Colo-
rado Rlver Agency in the trust activitiles account 2224,3,
Deposits--Other, as of June 30, 1955,

Number
of :
Description accounts = Amount
Power project cash deposits 446 $8,733
Partial payments on water bills 21 1,421
Partial payments on loans 11 2,074

Volume IV, part II, section 502,05B(2), of the Indian Affalrs Man-
ual provides that account 2224,3 shall include deposits which can-
not be applled to a speclal purpose and are not provided for else-

where in the chart of accounts,

The above receipts should be posted directly to the appropri-
ate accounts in accordance with the provisions of the Indian Af-
fairs Manual (42 IAM 502)., Tz intermedlate crediting to account

2224 .3 1is unnecessary,

When the matter was hrought to the attentlion of the agency
and area personnel, immediate steps were taken by them to make the
necessary transfers, However, to avold unnecessary recordkeeping,
we recommend that the Area Finance Officer make a determination
that the same inappropriate use of account 2224.3, Deposits--Other,
18 not in effect in other agency offices, _

22, Trust receilpts not promptly distributed

Trust receipts from right-of-way easements at the Ulntah and
Ouray Agency have remained in account 2224 .3, Deposits--Other, for
several years without being distributed to the persons entitled to

the recelpts.

The balance in the account at August 31, 1955, consisted of
the following types of deposits:

Deposits for rights-of-way and damages $ 6,421

FICA and income tax withheld on Ute ,
tribal payroll 2,949
0il and gas lease payments 7,820
Refunds 13
$17,203

Our attempt to analyze the deposits for rights-of-way and damages
disclosed the following information:

1. State Road Commission, Utah--$1,176.42, There have been
no transactions in this account since March 28, 1952,
Agency personnel told us that the deposits were made for
right-of-way easements. When brought to their attention,
they determined to whom $496,58 should be distributed.
They were unable to advise us of the proper distribution

of the balance.

2. Salt Lake Pipe Line Company--$5,059.40. The entry was
made on November 10, 1947, as a right-of-wav deposit.
There were no subsequent transactions in the account,
When brought to the attention of agency personnel, they de-
termined to whom the amount should be paid.
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3. Mountain States Telephone and Telegraph Company--$80,59,
The last transaction in this account was on April 1, 1949,
The balance consigts of right-of-way deposits, Agency
personnel were unable to advise us of the proper distribu-
tion of this amount.

4, Dry Gulch Irrigation Company-~$105,00. The balance con-
sists of a deposit made March 30, 1951, for a right-of-way
easement for constructlon of an irrigation canal, There
were no subsequent transactione, Agency personnel were
unable to advises us of the proper distribution of this
amount, -

To discharge satisfactorlily the responsibilities for handling
trust recelpts, we recommend that the Area Finance Offlcer deter-
mine the rightful owners of deposits of funds held in trust and
make appropriate distribution of the funds.

23.'Individua1 Indian money accounts
subsidlary records not in agreement
wlth general ledger control accounts

The aggregate balances 1n the'subsidiary records of individual

Indian money accounts at the Uintah and Ouray Agency are not in
agreement with balances in the general ledger control accounts at
the Phoenix Area Office and were not reconciled to the balance in
the general ledger account as of August 31, 1955.

A comparison between the agency and area accounts 1ls as fol-
lows: '

Account 2224.,1:

Area balances $741,289.74
Agency balances 736,138,28
Difference $ 151,46

Account 2224,3: ‘
Agency balances 17,202.65
Area balances 11,930,911
Difference $_ 5,271.74

Area finance personnel stated that these accounts had not been
reconclled during the flscal year ended June 30, 1955, but that
action will be taken to bring the accounts into agreement. .

To maintain proper financial control over recelpts and dis-
bursements of Individual Indlian money accounts, we recommend that
the Area Flnance Ofricer make periodic reconciliations of the bal-
ances in the subslidiary records witn the control account balances,
make adjustments necessary to bring the accounts intc agreement,

and take actlon as necessary to correct procedures resulting in
differences between controls and aggregates of subsidlary records.

24, Banking facilities and services
furnished to Indian tribes

The Ute Indian Tribe at the Ulntah and Ouray Agency 1s using
1ndividual Indian money accounts to transact tribal buslness which
ineludes the disbursement of the tribal payroll, This practice 1is
contrary to the stated policy of the Bureau of Indlan Affairs whiah
provides that voluntary deposits shall not be accepted except
where required to avoid substantlal hardships. (see 25 C,F.R.

221,6,)

The following balances comprised the individual Indlan money
accounts at the Ulntah and Ouray Agency at August 31, 1955.

Tribal funds:

Ute Indian Tribe ' $ 51,328
Ute Indian Tribe, Revolving Credit Fund 394,679
Ute Indian Tribe, Land Purchase 18,982
Appropriated Ute Tribal Funds 61,927
Total tribal funds 526,916
Individual Indian accounts 209,222
Total individual Indian moneys $736,138

Our analysls of transactions for June 1955 showed that cash collec-
tions for the Ute Indian Tribe totaled $22,873, whereas collectlons
for individual Indians amounted to only $7,161.

While we did not make a complete analysis of the disbursements
from the accounts, 689 checks totaling $85,859 were written in
June 1955 on the individual Indlan money accounts, of which 186
checks totaling $14,978 were for payments of the Ute Tribe's pay-
roll. Although the salary of the clerk who handles the individual
Indian money accounts is paid from tribal appropriated moneys, the
additional expense resulting from the Government's handling of
these checks 1s not borne by the tribe.

Uintah and Ouray Agency officials informed us that two at-
tempts by the Ute Tribe to modify the tribal charter to permlt use-
of private banking facilities were not successful because a major-
1ty vote was not attained,.

To eliminate the use of individual Indian money accounts for
purposes contrary to stated Bureau policy, we recommend that the
Area Director make continuing efforts to have the trlbe use commer-
cilal bpanking facilities for the transaction of tribal business,.
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25, Overdrafts in individual Indian money aqcounts

Six individual Indian money accounts at the Uintah and Ouray
Agency showed debit balances as of August 31, 1955,\representing
disbursements of funds to individuals in excess of funds on de-

posit to their accounts,

The individuals and the amounts of the overdrafts are as fol-
lows:

Amount of
Account Ne.me - overdraft
c-31 Henry Cesspooch $ 6.21
w-U5 Wilbur Washington 8.17
T-66 Delbert Lee Thompson 5.13
CrF-025 Conner Chapoose 10.00
CFr-1027 Betty T. and La Marr La Rose 20,19
CF-1059 Ferdinand and Frances Manning, Jr, 237.17

Total $286,87

As of October 6, 1955, toward the end of cur visit at the agency,
three of the overdrafts had been covered by deposits, but the same
overdrafts existed in accounts C-31, W-45, and CF-1027.

To discharge satisfactorily his responsibilities for hand}ing
individual Indian money accounts, we recommend that the Area Direc-
tor take action to prevent such improper payments to individual
Indians, and to recover the amounts overdrawn.
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VEHICIE USE

26. Deficlencies relatings to vehicle utilization

For fiscal year 1954 (item 26, p. 17) we reported certain de-
ficlencies relating to care and utilization of motor vehicles at

the Fort Apache Agency and Pima Area Fleld Office,

We made no

audit at these locations for 1955; however, our review of the Phoe-
nix Area Office records indicated that similar deficilencies stil

continued,

In comnectlon with about 1,100 vehicles under the -jurisdic-
tion of the Phoenix Area, we noted that during fiscal year 1955,
27 vehlcles had received no use; in addition, 26 passenger cars
had been used less than 5,000 miles each; 16 vehicles required
maintenance costs exceeding §1,000 each; and 16 vehicles had not
been included in the area's report to the central office in Wash-

ington.

Representative examples of the 27 vehlcles (5 passenger-
carrying vehicles and 22 trucks) not used during fiscal year 1955,
although assigned to the Phoenix Area during the entire year, are

listed below:

Agency

San Carlos

i n

Fort Apache
1"

Colorado River
1

Nevada
11

License
humber

I-51572
I.32683
I-43336
I-24312
1-39556
I-36678
I-51668
I-51440

Descrintion
1/4~ton Willys Jeep
" " 1"

Ford sedan

GMC 3~ton truck
Ford Jeep
Chevrolet truck
Willys Jeep
Willys Jeep

Model
year

1945
1945
1948
1947
1942
1942
1942
194k

Examples of the 26 passenger cars assigned to the Phoenix
Area during the entlre fiscal year 1955 used less than 5,000 miles

during the year are as follows:

Agency
Hopl
"

San Carlos
Fort Apache
Phoenix Indian
School
Phoenlx Area Office
[ 1] 11} 1"

License
number

I-.33009
I-33008
I-44887
I-42975

I1.32759
I.32849

I-51193

Description

Pontlac station wagon
L 1] " It

Pontlac sedan

n

Ford sedan
Pontlac sedan
Chev, sedan

eay

1949
1949
1949
1951

1949
1948
1953

Mileage,
fiscal
year

1955

1,299
2,209
1,560
1,788

3,377
2,971
1,311



-

Examples of the 16 vehicles having malntenance costs exceed-
ing $1,000 each are as follows'

Mainte-
License nance
Agency number Description ear cost
Fort Apache 1-26944 Chev, 3/4-ton pickup 1950 $1,236
Hopi ~Ll726 GMC bus 1949 1,927
" T-U4743 Diamond T. wrecker 1941 1,929
Nevada I-51682 Inter. 5-ton dump truck 1945 1,750
San Carlos I-6541 FWD 3-1/2-ton digger 1951 1,509

The following 16 vehicles were omitted from the annual area
office motor vehicle report for fiscal year 1955 to the central of-
fice in Washington, D.C.

Iicense

number

I-6335

I-33063
I-36583
I-36676
136877
I-36698
I~-37234

Description

Internat. plckup
Pontlac coupe
Cadillac ambulance
Chev. ambulance
Dodge tank truck
Ford l-l/2«ton truck
Ford 1/2-ton pilckup
Diamond T 2-ton truck

License
humbexr

1-39705

- I-39749

I-?297§
I..4333

I-h3336
I-5121%
I-51225
I-51226

Description

Pontiac sedan

Chev, 1/2-ton pickup

Pontliac sedan

Chev, ambulance

Ford sedan

Chev, ambulance

Willys station wagon
1 1) (1] 11)

When the fallure to report these vehlcles was brought to the atten-
tion of the area property and supply officer he stated that a sup-
plemental report would be submltted to the central office,

To reduce the number of motor vehlcles owned by the Bureau,
we recommend that the Area Director make a survey at the various

agenclies to determine the number actually required.

Vehicles

found to be in excess of the needs of the agency should be trans-
ferred to other agencles, 1f needed there, or declared excess for
disposition in accordance with applicabl= regulations,

As an ald in determining the order of retirement or replace-

ment of vehicles,

we recommend that the area property and supply

officer requlre reports on all vehicles needing major repalr work,

To provide assurance that all vehlcles assigned to the area
are reported to the central office, we recommend that the area
property and supply officer check the operation data cards for
each vehlcle to property cards before the reports are complled.

e

27. Use of heavy movable equlpment

In our report for fiscal year 1954 (item 2k, p, 15) we
pointed out .the inadequate utilizatlon of heavy equlpment at the
Pima Area Fleld Office. Our examination of Phoenix Area records
now indicates improved utilization or proper disposition of the
equipment at the Plma Area Field Office. At the agencles audited
for 1955, however, several instances were noted of idle and little-
used heavy equipment,

Usage reports on heavy movable equlpment are not submitted by
the Colorado Rlver, Papago, and Uintah and Ouray Agencies to the
Phoenix Area Office. Equipment has lain idle at those agencies
for considerable periods of time. Such reports are apparently not
required by the Phoenix Area Office.

At the Colorado River Agency seven items of equipment had
been idle for more than one year before belng reported to the area
office on August 31, 1955, as excess to the needs of the irriga-
tion actlvity of the agency. The items of equipment were as fol-

lows:

Equipment

namher Equlpment Cost

L51.-648 Tractor, Caterpillar D-7 $1,275
-1345  Bucket, dragline 375
-1352 Tractor, Caterpilllar 200
~1363 Dozer 700
~1405 Dragline DL-1 6,750
-1419 Tractor, Caterpillar 6,500
~1427  Tractor, Caterpillar 1,b19

The records dld not show the exact length of time the equipment
was idle, Our informatlion is based on oral statements by agency

persomel,

At the Papago iAgevn.sy six ltems of equlpment had been 1dle for
more than one year without beling reported to the area office, The
items of equlipment were as follows:

Property

number Egulpment Cost

L 54.99 Trajiler, semi, 2,000 gal. § 250
-2L5 Angledozer, 1l2-footb 2,400
-641 Grader, road, elev,, Cat-

erpillar 2,934

-661 Iand leveler, 10-foot 338
-784 Roller, sheepfoot 887
~788 Ripper, road, Le Tourneau 232
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Our information 1s based on oral statements by agency personnel,
since the records did not show the exact length of time the equip-

ment was idle, .

At the Uintah and Ouray Agency six ltems of heavy equipment
had been ldle or had seen little use wlthout information to that
effect being reported to the area office., A list of such equip-

ment follows.

Property

nunher Descriptlion Cost

L62-218 Farmall F-30 tractor $1,499
-501 Ford~Ferguson L-wheel

tractor L65

-768 Ferguson Industrial tractor 202
769 do 202
=770 do 202

-787 Ford-Ferguson h-wheel tractor 200

A%ency persomel. told us that the Farmall tractor, property number
L62-218, had not been used since 1953 and that two tractors, num-
bers 462-768 and 462-769, had been loaned to the Ute Indian Tribe
for the last two summers for use on a cooperative farm venture
without any further use during that period by the agency.

The informal equipment operation data records malntalned at
the agency were not detalled sufficlently for us to determine the
extent of use of the remaining three tractors., However, records
maintained by the irrigation activity showed that the tractor with
property number 462-770 used 28 gallons of fuel durling fiscal year
1955, while tractors with property numbers b462-501 and 462-787 to-
gether used 176 gallons of fuel during fincal year 1955.

To provide BIA area officlals with accurate records of equip=-
ment usage so as to permit a determination of the needs for such
equipment or the advisability of transferring equipment to other
locations, and to avoid loss through depreciation of equipment
standing idle for long perlods of time, we recommend that the Area
Director require perlodic usage reports on all heavy movable equlp-
ment., These reports should include the number of hours the equip-
ment was used.

28, Data used for renorts on motor

vehicle utllization not accurate

For venlicles assigned to the Papago Agency, inaccurate data
in the Phoenlix Area Office records was reported to the central of-
fice in Washington, D,C. Thils data was for use in preparing the
Ammual Motor Vehlcle Report for the fiscal year 1955.

[ .

Vehicle mlleage recorded by the area office did not agree
with the records at the agency. In some cases statistics reported
by the agency were recorded without change although obviously in-
correct., Mlleage data are reported by the drivers of the vehicles
to activity heads at the agency who then transmit the informatlon
to the area office., Examples of dlscrepancies on records selected

at random are as follows:

Vehlcle

license Speedometer readinegs

number Period September 1964 November 1954

I-5562 End of month 59,187 - 1,@692
Beginning of month L8.165 50,360
Mileage recorded _1, 40" 1,09

Januvary 1955 May 1

I-39912  End of month 10,737P 39, 712P
Beglmning of month 41,049 L 91
Mileage recorded _1,3462 _1,3952

@Computation incorrect

DPInconsistent mileage readings

Furthermore, operation and maintenance costs reported by the
Papago Agency and recorded at the Phoenlx Area Office were not in
agreement with the Papago Agency garage records, BRecords on two
school busses serviced excluslively by the BIA garage during the
fiscal year 1955 ure compared as follows:

Fiscal yvear 19585

Vehicle and record Mileage Operation Maintenavce
License No, I-~5562:
Phoenix Area Office 10,6u4C $480 $790
Papago Agency 11,936 480 790
Garage No record Lo7 853
License No, I-.39712:
Phoenix Area Office 11,713 668 517
Papago Agency 13,055 668 517
Garage No record 600 577



Examples of mileage differences between the Phoenlx Area Of-
fice records and the Papago Agency reports on vehlcles selected at

random follow,

Vehicle Mileage-fiscal vear 1955

license Phoenix Papago

number Avrea Office Agency Difference
I-5515 1,942 1,474 L68
I-5530 55 63 -8
I-.36505 8,478 8,525 ~47
I.39503 2,461 2,478 ~17
I-39739 18,212 18,396 —184
I-43359 21,161 21,047 114

Because the data submitted by the Phoenix Area Office to the cen-
tral office in Washington; D.C., for compilation of the Annual
Motor Vehicle Beport is based on information reported by the agen-
cles, we recommend that the Area Director requlre the agencles to
make every effort to furnish accurate and reliablé reports to the
area office. Ve believe that the activity heads at the Papago
Agency should review carefully the vehlcle reports submlitted by
the drivers of the vehicles before forwarding such reports te the
area office, In addition, we recommend that periodlc test-checks
be made by property management persomnel in the area office to
detect and correct errors on the motor vehicle records,
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CREDIT

29, Loans to individual borrowers
not consolidated

The Uintah and Ouray and the Colorado River Agencies have not
consolidated into one agreement the indebtedness of individuals
having more than one loan. Such a consolidation is required by
velume IV, part VII, section 505,03B, of the Indian Affairs Manual,
except for certain loans not here applicable.

At the Uintah and Ouray Agency, our review as of June 30,
1955, disclosed that 70 individuals each had 2 loans outstanding.

At the Colorado River Agency, our test disclosed three in-
dividuals having two direct loans each from the Bureau and three
individuals who each had two tribal loans.

To reduce the cost of administering loans and to permit a
greater degree of supervision of amounts dvue from individuals, we
recommend that the Area Director require that applicable provi-
sions of the manual be followed.

30. Credit practices not followed consistently

At the Uintah and Ouray Agency, prescribed procedures were
not being followed consistently in the issuance of loans.

Ve reviewed 50 out of 337 outstanding loans at the Uintah and
Ouray Agency. Seventeen of the loans tested had been granted for
the purchase of homes or for home improvemsnts. In 1l instances
fire insurance on the buildings was not secured. In one of the 11
instances insurance had originally been obtained, but it had ex-
pired on February 1, 1954, and as of September 30, 1955, the date
of our examination, it had not been renswed. Examples are as fol-
lows:

Loan Amount of
Borrower nunmber Date loan

Albert H, Harris 728 7-17-52 %l0,000.00
Alvin R, Denver 750 7-22~52 10,000.00
do 960 6-~11-53 6,592.27

Benton and Marjorie Ridley 085 0= Q53 , 065,27
James and Winifred Wyasket 9838 9~15-53 7,248.77
Fern and Max Burdick 870 12-1-52 10,000.00

Volume IV, part VII, section 506.,03G, of the Indian Affairs Manual
approved August 30, 1954, provides that unless an exception is
specifically authorized by the Area Director, borrowers shall be
required to insure buildings purchased with or constructed with
loans or pledged as security for loans arainst loss by [ire.



TLoan funds have been released to individual Indians at the
Uintah and Ouray Agency without the submission of a purchase order
which would indicate that the funds are being expended in accord-
ance with the loan agreement. The basic purpose in granting loans
is to aid the individual Indian in his economic development, In
order that it may be determined that the Indian expends the money
borrowed for the proper purposes, volume IV, part VII, section
506.04B, of the Indian Affairs Manual indicates that disbursements
should be permitted only in accordance with the purposes for which
the loan was made. Under normal practice, a purchase order is
issued to a vendor by the loan examiner. The vendor signs the
purchase order, the borrower acknowledges receipt of the items
purchased, and the funds are then released. In our review we
noted that on 14 loans having a face amount of $103,469 out of the
50 examined, an aggregate sum of $16,488 was rclca°ed without the
receipt of a purchase order or other supporting documentation.

Wz recommend that the Area Director take appropriate action
to determine that the applicable manuval provisions are fellowed in

order that:

a. The Government and the Indian tribes may bhe afforded some
protection in the event of loss by fire of the loan se-
curity.

b, Payments of Indian moneys will not be made to unauthorlzed
persons and thereby result in possible claims against the
Government.

31l. Bvidence of filing of Federal income and
Social Security tax returns not furnished

Copies of Federal income and social security tax returns by
tribal organizations at the Uintah and Ouray and Colorado River
Agencies have not been furnished to Bureau officials although re-
quired by volume IV, part VII, sections 509.09 and 509.10, of the
Indian Affairs Manual,

In our reports for fiscal years 1953 and 1954, we brought
this deficiency to the attention of the Area Director. Prior te
the end of fiscal year 1955, apency superintendents were raquested
by the area office to furnish information necessary to assist in

establishing a follow-up system to insure filing of returns. The
reco:d at the area office at the time of sur audit in %aptem—
her 1955 indicated that only a few agencies had complied with the

request.

At the Uintah and Ouray and at the Colorado River Agencies,
copies of returns were still not being submitted to Bursau offi-
'Cldlo, althoush rscords at the Uintah and Ouray Agency indlcate
that the tribal organizations under its jurisdiction had preparad

such returns.

-

To provide assurance to the Bureau that returns have been
filed and that penalties would not be assessed against Iudian
tribes in the Phoenix Area, we recommend that the Area Director
enforce compliance with the manual provisions that coples of re-
turns be furnished Bureau officials.

32. Transfers of funds from individual
Indian money accounts not supported

Large sums of roney have been transferred by journal voucher
from numerous individual Indian money accounts to the Ute tribal
account at the Uintah and Ouray Agency without ev1dencm of written
authorization. .

A housing program was established in 1950 by the Ute Tribe
which included a home building program for Indians. The tribe was
to purchase materials and sell these materials to the Iandians at
cost. In many cases the Indians horrowad money from the Tribal
Revolving Credit Fund for the purpose of paying for the materials
and for other construction costs. The money borrowed by the
Indians was deposited in their individual Indian money accounts.

On May 12, 1954, IIM accounts of 55 Indlans were charged and
the tribal account was crndlted for a total of ! 157 73 by e
of jouranal voucher io. 452-203-54, which contained th( Fallon,ano
explanation:

®"To transfer from Individual CI' Loan accounts
listed below amounts expended by U- 3L for materials
furnished in construction of homes in accordance
with approved building loans, Disbursements fron
Individual Loan accounts supported by Credit Fund
Purchase Orders.™

The purchase orders were supposed to represent the authorizastica
of the individual Indian to charge his account for the amount of
materials received. The purchase orders were not attached to the
journal voucher, nor werc these orders made availsble for our eu-
amination at the agency or at the area office, after we requested
them,

In a field trip report dated June 21, 1955, to the Area Li-
rector, Phoenix Area Office, the superv1sory loan examiner stated,
in part, as follows:

"By Journal Voucher dated May 12, 1954, the sum
157, 734 76 was transferred from a ’number of in-

leldual loan clients' Indian Money Accounts to the
Housing Project, probably to furnish the project with
operating capital. All information indicates that
this was done without individual borrowers? consent
or knowledge in most cases. In some instances indi-
viduals lLiave expended all their loan funds and still
owe a substantial amount to the Housing Project lor

)
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home construction purposes. In other instances the
charges by the Project are less than the amounts
transferred from the individual accounts to the
Project resulting in the Project being faced with
the need for making refunds to certain individuals.”

As a result of an audit of the housing transactions by a firm of
accountants, journal voucher L462-7-56, dated July 20, 1955, was
prepared by the agency to charge individual accounts for an addi-
tional $42,503, and to credit individuals with the amount of

$9,894 "due to overcollection by JV-462-203-54 dated May 12, 1954."

We recommend that the Area Director require the superintend-
ent of the Uintah and Ouray Agency to support properly the trans-
fers made from the individual Indian money accounts. We were ad-
vised by the Area Director that he will request the agency
superintendent to furnish the supporting documents.

33, Disposal of pledged property
securing loans to emplovees

Property pledged by Bureau and tribal employees at the Uintah
and Ouray Agency as security for mortgages has been sold without
the securing of releases required by volume IV, part VII, section
506.16s, of the Indian Affairs Manual.

Our examination of 50 out of 337 outstanding loans as of
June 30, 1955, disclosed the following instances in which the su-
curity for the loan was sold without obtaining the required re-
lease or offering new security to replace that sold.

Loan or Amount

mortgage of Date
Borrower number loan Security sold

Albertl and Lucille Harris 728 $10,000 Real estate Unknown

Francis McKinley? 1019 6,500 1953 Buick Unknowt
seaan

Trmal and William Sutteer 971 14,645 Real estate 10-~1~54
Normanl and Eva Holmes 062 11,009 1951 Plymouth

sedan Unknown
Real estate 10-1-54

1 Bureau employee
2 Employee of Ute Indian Tribe

Failure to comply with the manual directive could result in
losses to the credit fund in the event the borrower defaults on
his loan and the loan must be liquidated.
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We therefore recommend that the Area Director take action to re-
quire compliance with the manual provisions.

34, Granting of loans without execution of mortgages
on the propertyvy purchased with the locan funds

Funds were borrowed by individuals in the Uintah and Quray
Agency for the purchase of cattle, homes, and equipment without
securing the loan by a real or chattel mortgage as required by
section 24 of the "Declaration of Policies and Plan of Operation,
Tribal Credit Fund, Ute Indian Tribe."

The declaration prescribes the terms and conditions under
which tribal funds transferred to the Ute Indian Tribe under au~
thority of the act of August 21, 1951 (65 Stat. 193), will be used
by the tribe for credit purposes. The declaration was approved
by the Commissioner of Indian Affairs, and provides in section 24
that "Applicants shall be required to offer security for loans, if
they have security to offer, up tvo an amount adequate to protect
the Tribe fully.”

Our review of 50 of the 327 outstanding loans disclosed 32
cases in which funds were bhorrowed for the purchase of real and
personal property without securing the loans by mortgages on th=
purchased property. Specific examples follow.

Lean Type of
Borrower number - Date loan Amotat
Burdick, Fern and Max 870 12~ 1-52  Home A10, 000
Natchees, Harvey and Clara 1037 12-21-53 Livestock 2,034
Ridley, Benton and Marjorie 985 9~ 9-53  Home 3,966
Judd Longhair 656 L,~25-52  Machinery 3,875

To fully protect the assets of the credit fund, and to avoid
claims for mismanagement, we recommend that the Area Director take
aggressive action at the agency to obtain security for the out-
standing loans. '

35, Records for the Revolving Cattle Pool
not maintained currently

The records relating to the Revolving Cattle Pool at the
Uintah and Ouray Agency were not in satisfactory conditicn. The
cattle ledger has not been posted since 1952 and both agency and
area personnel were unable to locate the applicable contracts for
our examination.

Area comments dated August 3, 1955, on the agency's annual
report for the fiscal year ended June 30, 1955, state that "No
cattle were repaid by individuals on their loans during the fiscal
year just ended, and delinquencies now amount to 177 head, or 72
percent of the outstanding balance of 245 head owed to the tribe.

2 4
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Note that this is an increase of 118 head from the amount reported
delinquent June 30, 1954, _

Agency officials agreed that proper records had not been
maintained on the cattle lending program, but stated that the
credit officer will establish rascords, check repayments made, and
bring the program into a current status.

To assure collection of all outstanding loans and to obtain
financial control over such loans, thereby avoiding possible claims
against the Government for mismanagement of Indian assets, we rec-
ommend that the Area Director take action to see that the records
are maintained on a current basis.

36. Full amount of income not shown
on recormendations for cancellation
of individuals' indebtedness

Certain reimbursable loans at the Colorado River Agency were
canceled on the basis of information which did not show the total
income of the borrowers.

During the fiscal Vear 1955 loans totaling $4,205 were can-
celed. Loans totallng $1,172 and involving three borrONers were
canceled on the basis of recommendatlons from the agency superin-
tendent on January L, 1954, and from the Area Director on Jan-
uary 22, 1954. The agency superintendent’s recommendations in-
cluded statements of annual income which were not in agreement
with the agency records, as indicated below:

Unpaid bal-

ance as of  Actual

January L; income Income shown on '"Recommen-
Borrower 1951 1953 dation for Cancellation™

Cathaway, Isaac $ 515,50. & 750,00 Undetermined amount from
' lease rental

Harrison, George L02.34 14.76 Nominal salary from Santa
Fe RR when employed
Sands, Billy 251,.88 254,00 $80.66

$1,172,72 $1,018,76

While the actual income, as shown above, may not have warranted
refusing cancellation of the loans, we nonetheless recommend that
action be taken by the Area Director to require agency superintend-
ents to provide all available factual information regarding borrow-
ers whose loans are being considered for cancellation, Only then
could BIA Area officials be in a position to properly approve or
disapprove loan cancellations.
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BENTAY, CHARGES FOR GOVERNMENT QUARTERS

37. BRental rates established for Government quarters
not_adequate

Monthly rental rates, before applying an isolatlon factor,
established at the Papago and the Colorado River Agenciles for Gov-
ernnent quarters are lower than rates charged for comparable pri-
vate facilities, and the rentals were recommended by committeecs of
agency employees occupylng the quarters at the time the evalua-
tions were made.

Bureau of the Budget Circular A-45 (Revised), dated June 3,
1952, regquires that both rents and charges for utilities furnished
should be set at levels simllar to those prevalling for comparable
prlvate housing facllitles in the same area. To help insure im-
partial appraisal of Government-furnished quarters and facilities,
the circular provides that in no event should the appraisal be
made by resldents in the housling under conslderation.

Our examination of renbtal rates for 8 out of 59 Governuent-
furnished housekeeping unlts listed in the Pavago Agency rental
survey report dated March 1953 and for 5 out of 29 unitis, located
in the Silver City and Valley School Area, listed in the Colorado
River Agency supplementary rental report dated June 1954 discloszé
that in all cases the monthly rental raies to Government empleoyvecs
were substantially lower than reatals for comparable noi-Governm:ns
facilitles.

The rates used by the Bureau for shelter rent had been re-
duced by an isolation factor of 80 percent to compeunsate for the
distance of the quarters from larger communities. To the rsduced
shelter rent had been added provision for furnlture rental, util-
ities, and related services. Estimates of comparable non-
Government facility rentals, which include similar provisious,
were furnished to us by three real estate brokers in each of the
localities (Tucson, Arizona, and Blythe, Califormia) used by the
committees in determining the rental rates now in use. A coapari-
sou of monthly rates follows.



Rent Rate
Unit paid recomunended
number (note a) Dby BIA
Papago Agency:
March 1953
L $ 36.36 $ 93.54
11 37.97 100.47
15 30.09 73.47
17 23.47 55.13
19 2L .12 ‘62,88
20 30.76 82.98
21 2.0 84.25
Total " $246.00 $631..00
Colorado River Agency:
June 1954
47 $ 33.58 $ 79.15
L3.2 28.17 64, 50
52=1 27.08 61.55
81 37.92 91.58
323 2.50 -26.20
Total  $159.25 #372.98

Rates for comparable
private facllitles

(note b)

A B C
8153,25 $126.25 $131.25
119.25 111.25 116.25
169.25 136.25 151.25
119.25 111.25 11l1.25
76,75 101.25 101.25
92.75 . 96.25 10l.25
119.25 111.25 106.25
119.25 111.25 106.25
$969.00 $905.00 $925.00

D E E
$105.00 $103.00 § 93.50
95,00 103.00 93.50
95.00 103.00 93.50
156.00 142.50 131.50
11.5.00 96.00 ok, 00
$566,00 4547,50 $506,00

@afrter deduction for isolation

Prurnished by independent real estate brohkers, coded A, B, C, D, E,

and F

Cpifference between BIA Recommended Rate, before deduction for lso-
lation, and lowest estimate

Differ-
ence

(note ¢)

$ 32.71
32.97
35.78
37.78
21.62
29.87
23.27

~22.00

$236.00

§ 14,35
29.00
31.95
39.92

17.80

$133.02

The Papago Agency GQuarters Evaluation Survey was performed by
a committee of four BIA employees, all of whom occupled Government
quarters durlng the time the committee was recommending rental
rates for the quarters they occupied.
three of the four committee members occupled Government quarters.
Such committee participation is contrary to the proceaurss set
forth in volume IV, part III, sections 503.01A and 503.01C, of the
Indlian Affairs Manual, and would not be expected to lead to an un-

biased appralssl.

At the Colorado River Agency

We were advised by area officlals that the recommended rental
rates submitted by each agency's Quarters Evaluatlon Committee
were approved by the Phoenix Area Office on the basls of a deter-
" mination that proper procedures were followed in making the ap-
prailsals, and that the rates recommended in individual ceses were

not reviewed for adequacy of the proposed rentals.

i

We recommend that the Area Director review the rentals now
belng charged for quarters under the Jjurisdiction of the Phoenix
Area Offlce and establish rates that will assure the Government a
fair rental for quarters furnished in accordance with provisions
of Bureau of the Budget Circular A-45 (Revised).

38. Use of Govermment buildings by Indian tribes

not approved

In our report for fiscal year 1954 (item 23, p. 15) we stated
that two ageucies within the Phoenix Area permitted tribes to use
certain Federal property without charge. During our sudit for
1955 our examination of the area records indicated that this con-
dition still existed. In 1955 we noted alsc that the Ute Tribe at
the Ulntah and Ouray Agency has been using space in Government
buildings without paying rental, and that the Area Director's ap-
proval for such use had not been obtained.

The Ute Tribe is presently occupyiung the following space in
Government bulldings:

Bullding
number Description Tribal use
20 Employee's club building Converted into two apari-
ments occupled by tribal
employees
30 0ld agency offlce bullding Offices for tribal housing
project, fish and game,
and recreation divisions
64 Nurses' quarters Two rooms are occupled by
tribal credit officer and
clerk
66 Agency office (formerly Tribe occuples rooms or

a hospital) parts of rooms in conjunc-
tion with the agency

The tribe is charged no rental for the occupancy of these bulld-
ings for which it has assumed the costs of operation and mainte-~
nance, Volume IV, part III, sections 507.04 and .05, of the Ind-~

‘lan Affalirs Manual provides that the Area Director may rent quar-

ters to members or employees of the tribal council, and that he
shall draw up a contract with the lessee governling the terms of
occupancy.

We were advlised by area officlals that it is customary for
agency personnel to request and receive area office approvals in
such cases. No such approvals had been requested or granted in
the clted instances.
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To provide for proper utilization of Government property, we
recommend that the occupancy of Government buildings by non-
Government entities be subject to approval by the Area Director
and that property not required for Bureau operation be declared
excess and properly disposed of in accordance with General Serv-
lces Administratlion regulations., Where it 1s determined that the
Bureau may have future use for a bullding, temporary occupancy by
tribal organizations should be covered by an agreement establish-

ing responslbllity for operation and maintenance and providing for

rentals if the tribe subleases the buildings.
39. Occupancy records for Government guarters

not adequate

Inadequate records for Government quarters at the Ulntah and
Ouray Agency make 1t extremely difficult to determine whether all
rentals have been collected and whether all furniture and equip-
ment have been accounted for.

On October 4, 1955, we examined records of 16 out of the

total 30 rental units at the agency. Iu nine cases receipts from -

current occupants for furniture and equipment were not on file..
In one case no card was on file showing the occupant of the quar-
ters; in elght other cases the occupancy cards did not have cur-
rent information as to the occupant, period of occupancy, ard
rental to be charged.

The failure to malntaln proper records can result in revenues
due the Government not being collected. As an example, the Ute
Indian Tribe had failed to pay to the Government for November 1954
the sum of $24 collected by payroll deduction from two of the
tribet's employees who were occupyling rental units. When brought
to the attention of the agency superintendent on October 3, 1955,
a billing was made and the amount due from the tribe was collected
on the next day.

To provide assurance that all rental charges due for Govern-
ment quarters are collected, we recommenrd that the Area Director
require ageuncles to maintain adequate records, including mainte-
nance of an appropriate collection reglster.
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PROCUREMENT

40. Purchase orders not consolidated

Separate purchase orders have been 1lssued by the Phoenix Area
Office to the same vendor on the same day for the same class of
supplies purchased for the same activity. Thils practice unneces-
sarily increases administrative paper work with a consequent in-
crease in administrative costs.

During the period July 1 through December 31, 1954, the area
office issued 1,082 purchase orders. Many of these purchase or-
ders could have been consolidated. For example, we noted 25 pur-
chase orders of less than $500 each placed with 10 vendors that
could have been consolidated because the 1ltems were charged to the
same activity and were issued on the same day. Typlcal examples

are as follows:

Vendor
Purchase

order Date Item Actlvity Amount

American Journal of Nursing:

450-140 7-22-54  Subscription Phoenlx. Area Office - § 2.50

450_1“‘1 1" " n 11 Hi 12. OO
American Hospital Supply Corp.:

450-159 7-23-54 Medical supplies Pima Field Office 270.65

450_160 1 1" 1 1! H [} )_'_75. 25
Phoenix Bakery, Inc.:

450-871 10-26-54  Bread Pima Field Office 60.69

450_874 n 1 1" n 1 ) 4 . 58

450_876 1] " n " n 40' 07

450_879 ! 1] n ] 1t 40.08

Area personnel agreed that these purchase orders could have been
consolidated. '

To avold unnecessary'administrative paper work, to reduce acd-
ministrative procurement costs, and to obtain the beneflts of quan-
tity buying, we recommend that the procurement offlcer consolidate

purchase orders whenever possible.
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FINANCIAL ADMINISTRATION

41. Excessively detailed organization chart

The organization charts, functional statements, and position
lists at the Phoenix Area Office for 1955 make up a volume of 172
pages, are excessively detalled, and are costly to prepare.

Twenty-one pages contain organization charts for the area of-
fice, 1ts subdivisions, and each of the 13 major fileld locations,
as well as a map of the area. Ninety-seven pages are taken up
wlth the 1listings of individual positions for the entire area.
Fifty-four pages cover functional statements for each activity in
the area office and at every major field location. Since parallel
functlons are performed at many of the field locatilons, these
statements are often repetitious. '

The annual preparation of organization charts, functional
statements, and position lists 1s required by volume IV, part VI,
sections 601 through 606, of the Indian Affairs Manual. The man-
ual states that the objectives of the charts, and their accompany-
ing statements and lists, are to portray reporting relationships,
promote effective administration of programs, and aild organization
planning, coordination, and public relations.

Four of the 25 sets of charts, lists, and statements prepared
are sent to the central office in Washington; the remainder are
distributed in the area. Informal discussion with area personnel
disclosed that the position lists, which comprise the bulk of the
volumes, are not needed by the area since similar information is
avallable in the area's Branches of Budget and Personnel. Area
personnel estimated that it requlred 500 man-hours by officials
and employees in the office of the Area Director and the Branches
of Budget and Personnel to prepare the organizational record, at
a cost of about $1,100. For fiscal year 1956 these costs should
be reduced because unchanged sheets will not be reissued.

We belleve that the objectives stated in the manual could be
served with equal effectiveness and less expense by revising the
manual requirements as follows:

a. Ellminate the requirement for position lists.

b. Include 1in the organization charts summaries by number and

grade of all personnel in the area, showing position ti-
tles above a stated grade, say about GS-6 or equivalent.

¢. Consolidate functional statements to avoid repetition énd
issue new statements only when changes occur.

Accordingly we recommend that the Commissioner make a study
to determine the actual needs for organization charts, functional
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statements, and position 1ists and revise the manual by requiring
only that information which serves a required purpose.

. . 3
42, Construction work-in-progress costs transferre
fTo rixed property accounts atb end of fiscal year

ers for construction on irrigation projects were

closegozg gngune 30, 1955, at the Phoenix Area Office, andtthe i
costs for fiscal year 1955 were transferred to fixed properlyticn
counts, although the construction was no@-complete and comp eO zs
reports had not been prepared. Prepara§1on of completiﬁn ;egirn
is provided by volume IV, part II, sect10n_607.10, of etign 3ork-
Affairs Manual. Zéro balances were shown in the cons?ruc cté ;
in-progress accouhts. Work orders for the 23 1irrigation pgojg y
in the Phoenix Area aggregated $1,612,203 for fisc§1 year 1955.

' ici i based on instruc-
Area officials stated that this action was Dé _ :
tions issued by the Branch of Budget and Finance in Washington,
D.C., on July 8, 1954. These instructions read, in part,as

follows:

"x%% For the sake of uniformity and programming, the fol-
lowing is to ve used as a guide in clearing cgpital eﬁ—
penditures through work orders under Construct}on Wor

in Progress to the asset accounts., (¥¥¥ Spegiflc PPO?— y
ects, Buildings and Utilitles, upon completion of a gor
order or structure; *¥¥, Irrigation Sysﬁemﬁ and Roads

to be cleared at Close of Business June 30.

ing of counstruction work-in-progress accounts and the
E?Sngigi o% costs recorded therein to fixed property %cco%?gz on
a fiscal year basis rather than at completion of cons r?g Lo vork
based on completion reports for specific features or untisn I
does not disclose the true financlal status of comnstructlo X

in progress and completed works.

ommend that the Commissioner re§cind the instructions
of Jugs g?c1854, and require that the applicable manual :gztzgf—
tions be followed so that all constructiop work—in—progg,nts e
counts will be transferred to the appropriate assethacc ustrun:
the basis of completion reports. Becau§e some of g e ngtinuing
sion work, especially om 1rrlgation Boo ) ies on specific features
nature, separate work orders S cature

i onstruction which will be completed within a r

Zilgnigigzﬁ gf time. Appropriate ad justment shouldha}so Zecgzée
as of June 30, 1955, for in-progress construction shown a

pleted fixed property.

43, Costs not posted by class on work orders

i d under work orders have
Since March 31, 1955 costs incurre
not been accumulateé on tﬂe records of the Phoenix Area Offiiied
by type of cost, although specified cost components are requ

e



by volume IV, part II, section 607.07A(1), of the Indian Affairs
Manual. We were informed by Phoenix Area Office finance personnel
that the change was made in accordance with oral instructions from
a representative of the Branch of Budget and Finance, Washington,
D.C. The manual had not been changed as of the date of our exami-
nation, on October 3, 1955.

Volume IV, part II, section 505.01, of the manual states that
one -of the basic characteristics of the accounting system of the
Bureau is the uniform classification of cost accounts for estimat-
iIng, budgeting, accounting, and reporting; that cost and budget ac-
counts are set up to coincide with the estimates; and that reports
from the accounts will be used to compare actual cost with the es-
timated cost. Although area personnel have stated that they have
no use for the cost components provided, we believe that costs by
coTponengs can be a valuable tool for BIA area officials if prop-
erly used.

We recommend that the Commissioner prohibit deviations from
the manual on the basis of oral instructions, in order that Bureau
officlals may be sure that prescribed policies and procedures are
being followed until formally changed. We recommend also that a
determination be made as to whether a record of cost components is
required by Bureau officials. If required, the cited manual pro-
visions should be adhered to; if not, formal change should be made
in the manual.

44, More vigorous collection efforts needed
for accounts receivable

Accounts receivable in the Phoenix Area have not been ana-
lyzed and grouped by age as required by volume IV, part II, sec-
tion 701.02H, of the Indian Affairs Manual, :

A summary of accounts recelvable recorded in the Phoenix Area
Office control accounts for the entire Phoenlx Area as of June 30,
1955, is as follows: '

General Fund Activities, account No. 1036 $ 52,235
Irrigation Activities, account No. 136 1,893,697
Trust Fund Activities, account No. 2036 27,989

| $1,973, 921

Because we did not make a detailéd examination of the accounts re-
celvable, wie did not establish the extent of the dellinquency of
the accounts.

To determine the extent of delinquent accounts recelvable so
that a more vigorous collection program may be conducted, we recom-
mend that the Area Finance Offlcer enforce the requirements of the
manual relating to the aging of accounts receivable.

Aggressive action had not been taken to collect long past-due
accounts receivable of the Uintah and Ouray Agency, and the ac-
counts had not been analyzed and grouped by age as reguired by the
manual. Our analysis of account 2036.2, Accounts Recelvable--
Other, Funds Contributed for Indian Project SMCO, Uintah and Ouray
Agency, at September 30, 1955, disclosed the following uncollected

amounts:

Age ‘Amount
Less than one month $ 429

One month to six months -
172

Six months to one year.

Over one year but less than two years 3,574

Over two years old 1,087
Totel 85,262

In May 1955 the accounting records were sent by the agency to
the area office in accordance with area instructions. The Area
Finance Officer stated that no collection action had been taken
since the records were received by the area office, although he 1in-
tends to take action in the future. At the ageucy we were told
that collection letters had not been prepared since it was assumed
that this would be done by the area office; however, the agency of~
ficials stated that independent collection action would be takemn.

To prevent losses on account of uncollectible debts, we recom-
mend that the Area Finance Officer coordinate the collection ef-
forts of the area office and the agency so that a concerted effort
can be made to collect amounts due.
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L5, Billing, collecting, and recording functions
not_segregaed o

At the Uintah and Ouray Agency the concentration of various
accounting functions in one person has resulted in weakening in-
ternal control over cash transactions.

The cash accounting clerk (collections) maintains the individ-
ual Indian money accounts, receives collections, prepares checks,
records receipts and disbursements, prepares schedules of collec-
tions, prepares Jjournal entries, and posts such entries to the
subsidiary ledger. The salary of this clerk is paid from tribal

funds.

_ In addition, the irrigation clerk prepares billings, collects
payments, and maintains the water users' ledger, for irrigation
transactions.

The concentration of such duties in each of these individuals
does not provide.an independent check of the accuracy and integ-
rity of the performance of these functions and could facilitate
unauthorized or improper use of cash.

To pi.vide adequate internal control over cash transactions,
we recommend that the Area Finance Officer review the existing
procedures for handling the individuval Indian money accounts and
the irrigation accounts and that a system for obtaining greater
diversification of responsibility among employees be devised. If
personnel shortages prevent diversification of these duties at
agencies, periodic checks and reviews by supervisory and area per-
- sonnel might provide a solution to the problem.

L6. Report on obligations contains improper items

. Unexpended balances of appropriations in the amount of
417,865,094 reported under section 1311 of the Supplemental Appro-
priation Act, 1955 (68 Stat. 830), as of June 30, 1955, submitted
by the Phoenix Area Office to the BIA Central Office, included ob-
ligations not applicable to fiscal year 1955 totaling at least

$83,750.

The: net obligated balance reported as of June 30, 1955,
amounted to $2,752,945, but our tests excluded the accounts pay-
able totaling $1,028,7L7 as of June 30, 1955, since we were unable
to identify them. The amounts of the accounts payable shovm on
the area's report under section 1311 were taken from balances in
general ledger accounts. Adding machine tapes or other media of
recording the specific items comprising accounts payable at
June 30, 1955, were not prepared by the Phoenix Area Office. Re-
ceiving reports are the basis of transfers from recorded obliga-
tions to accounts payable, and at any subsequent date it is not

possible to determine that all recorded payables at that date were
supported by receiving reports.

Obligations not applicable to fiscal year 1955, noted in our
test, are listed and commented on as follows:

Obligating document Appropriation Amount
Number Date symbol obligated
MOR 459-188 6~24~55 14X2301 $75,000
P.0. ‘4,60-913 6~ 1=-55 1452501 8,000
P.0. L51-1417 6-22-55 14LX5240 750
$83.750

The first item represents a contract awarded by the Phoenix
Area Office of the BIA on September 22, 1955, for $83,060 to the
Fisher Contracting Co. It covered the installation of gates and
the ~onstruction of a sluiceway at the Ashurst-Hayden Diversion
Dam on the San Carlos Project. Accordingly, it was not a proper
obligation of funds in fiscal year 1955. :

Purchase Order 460-913 dated June 1, 1955, was issued to Gen-
eral Services Administration and GSA issued a covering purchase
order on July 18, 1955, to the Refrigeration Sales and Maintenance
Company in the amount of $5,626. It covered the installation of a

cold storage unit at the Sherman Institute.

Purchase Order 451-1417 dated June 22, 1955, was also issued
to General Services Administration which issued a covering pur-
chase order to Peerless Equipment Co. on August 26, 1955, in the
amount of $1,361 for repair parts for a Ruth Dredger.

The Bureau is not required by law or regulation to purchase
these two items from or through the Gengral Services Administra-
tion. Therefore, obligations of the Bureau for the purchases did
not arise until issuance of the related GSA purchase order in the
fiscal year 1956. (See B-123621, June 28, 1955.)

In order that applicable provisions of law are complied with,
we recommend that the Area Finance Officer record as obligations
only those that meet the requirements in section 1311. Further-
more, we believe that a record or listing should be prepared and
maintained identifying the accounts payable reported to the cen-
tral office in compliance with section 1311.

L'7. General ledger control accounts not in agreement
with subsidiary records

In our report for fiscal year 1954 (item 33, p. 21) we pointed

out several instances where the aggregate of the subsidiary ledger

-
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records was not in agreement with the balances in the general
ledger control accounts. During our audit of records covering
fiscal year 1955 transactions, a similar situation was noted, as

illustrated below:

Balance
per Balance
Date of general per
. reconcil- ledger subsidiary

Accounts receivable iation account records Difference
Colorado River Irrigation Project:

Account 136.5, Operation and Maintenance

Charges--Indian Land 7-31=55 % 34,802 834,348 & L5k

Papago Agency:

Account 2036.2, Other Receivables 8-31-55 1,213 1,125 88

Uintah Irrigation Project:

Account 136.5, Operation and Maintenance
Charges--Indian Land 8-31-55 816,016 848,371 —32,355

Account 136.6, Operation and Maintenance
Charges--Non-Indian Land 8-31-55 21,116 5,556 15,560
Account 136.7, Other Receivables 8-31-55 1,401 226 1,175

The difference at the Colorado River Project was reconciled after
the matter was brought t¢ the attention of Phoenix Area Office

personnel.
To provide assurance that amounts due the Government are col-
lected, we recommend that the Area Finance Office take steps to

bring these records into agreement and to provide for prompt rec-
oncilation of differences in the future.

1,8, Medical, dental, and hospital fees not collected

In the report for fiscal year 1954 (item 2, p. 1) we stated
that hospital and clinical services were not always billed to the
patients. Although the records at the Phoenix Area Office indi-
cated that some effort was being made in fiscal year 1955 to col-
lect for such services, we noted that at the Colorado River and

the Uintah and Ouray Agencies paymeni nhad not been made in all
cases for medical, dental, and hospital services rendered to pa-
+ients, among whom were Bureau of Indian Affairs employees.

As of June 30, 1955, amounts due the United States at the
Colorado River Agency for medical, dental, and hospital services
totaled 52,821, Included among the receivables were at least 13
items involving billings to BIA employees totaling $99.

Certain emplcyees or members of their families have received
medical services without charge at the Uintah and Ouray Agency.

Indians receiving medical services are expected to pay the

applicable fees. (See 25 C.F.R. 8,.8.) TFees for medical services
for Bureau employees must also be charged. (See 25 C.F.R. 84.9.)

AT

To recover costs to the Government for medical services ren-
dered, we regommend that the Area Director take action to have
such costs billed and collected from the employees involved.

L9, Other miscellaneous and accountine deficiencies

] puring the audit we noted certain other irregularities and
deficiencies, some of which are set forth briefly below. Where
the audit finding consisted of other than deviations from provi-
sions of the Indian Affairs Manual, our recommendation is stated
after the audit finding.

a. At t@e Colorado River Agency permits have been dated after
grazing commenced, but no penalties were assessed. The
Code of Federal Regulations (25 C.F.R. 71.21) makes the
owner of cattle liable to a penalty of $1 per head for
each animal grazing in trespass on restricted Indian lands.
The required fees have not been collected for the four
grazing vermits granted by the Colorado River Agency dur-
ing the 3-year period ended June 30, 1955, for cattle
grazing on the Fort Mohave Reservation, in accordance with
25 C.F.B. 71.23. At the Papago Agency responsibility for
gollegtlng fees is left to the district council whose land
is being grazed. In our examination of grazing permits
involving fees totaling 107, none ¢f the 75 permitter
fees totaling $27 had been collected; a test of 15 of the
Eermlts showed that permittee fees in the total amount of
$3 had not been collected.

To provide assurance that all grazing permit fees due the
Government are collected, we recommend that the Area Di-
rector require agencies to follow the applicable regula-
tions and that the amounts shown above and all similar
amounts due be collected.

b. Some of the fees collected by the Colorado River Agency
from lessees of restricted Indian lands were at rates
lower than those prescribed by 25 C.F.R. 171.16. A review
of about 300 leases disclosed the following differences:

Lease Fee Correct
number  collected fee Difference
5377 " 2150 " 5,00 \ 5220
5586 5.00 7.00 2.00
5605 2.50 6.00 3. 50
5721, _1.00 _2.50 _1.50
$13.50  $25.50 $12.00
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To prevent recurrence of similar losses to the Government,
we recommend that the Area Director enforce the regula-

tions governing lease fees.

Grazing permit fees totaling $89, due the United States

-and collected by the Baboquivari District Council at the

Papazo Agency during the fiscal year 1955, were incor-
rectly deposited to the Council's individual Indian money
account. Grazing permit fees are charged to cover the ap-
proximate cost to the Government of preparing and issuing
permits. (See 25 C.F.R. 71.23.) All such fees collected
should therefore be deposited as miscellaneous receipts to
receipt account 142599, "Fees and other charges for mis-
cellaneous services, not otherwise classified.®" This mat-
ter was brought to the attention of agency officials who
have informed us that the necessary action would be taken

to deposit the amount to the proper receipt account.

About 200 probate fees totaling over $4,,000 at the Papago
Agency were unpaid as of September 23, 1955, and had not

been posted to the Phoenix Area Office books of account.

Some of the fees have been outstanding for many years.

To keep Bureau officials advised of outstanding receivables,
and to provide some assurance that attempts will be made

to collect probate fees due the Government, thereby reduc-
ing the cost of probate services, we recommend that the

Area Director instruct the Area Finance Officer to record
all probate fees receivable in the books of account and to
take aggressive action to collect all amounts due the Gov-

ernmente.

Entries in the general ledger accounts of the Phoenix Area
Office have not always shown posting references for prop-
erty invoices originated at the Uintah and Ouray Agency.
Although Bureau Form 5~712, Property Invoice, provides a
spacc for an identifying number, during the 6-month period
ended June 30, 1955, we noted that 10 out of the 16 prop-
erty invoices issued by the agency did not bear numbers.
The documents were processed by the Phoenix Area Office
property management and finance personnel without correc-
tion. This situation was not noted at other agencies

within the Phoenix Area.

To reduce the possibility that assets will be omitted from
Bureau records and to provide control over source docu-
ments, we rerommend that documents improperly processed by
the agencies either be corrected by the Phoenix Area Fi-
nance Officer or returned for correction before processing

through the area office's records.
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f. A total of 30 acres of heirship lands are being held in

Se

i.

trust by the Colorado River Agency.for three non-Indians
whose whereabouts have been unknown since 1948. On

April 18, 1955, the Area Director requested instructions
from the Commissioner as to the administration of allot-
ments in which non-Indians hold unrestricted interests,
and suggestions for the disposition of cases where an en-
tire allotment has passed to non-Indian ownership. Reply
had not been received as of October 14, 1955.

To avoid expense of administration of such lands, we rec-
ommend that the Commissionert!s Office provide an answer to
the inquiry as soon as possible. We recommend also that
the Area Director in the future make a more prompt attempt
to determine the appropriate disposition of property when
the whereabouts of the heirs are unknown.

During fiscal year 1955 Government quarters, numbered L5
and 47, at the Uintah and Ouray Agency were rented to two
tribal employees without the preparation of a lease as re-
quired by volume IV, part IIT, section 507.05, of the In-
dian Affairs Manual. '

Property accountability records for motor vehicles are not
maintained on a current basis at the Uintah and Ouray
Agency in accordance with volume IV, part III, section
207.05D, of the Indian Affairs Manual.

During fiscal year 1955 an amount of $640 received at the
Colorado River Agency for allowing a fish farm to use
water from a project drainage ditch was erroneously re-
ported as income from operation and maintenance assessments
on Indian lands and recorded in account 650, Operation and
Maintenance Assessments~-Indian Lands. Since the water
used was excess drainage from other lands and the charge
was not an assessment as such, the amount received should
have been classified-as miscellaneous operating income and
credited to account 65/, Miscellaneous Income, in accord-
ance with volume IV, part II, section 503.03B{2), of the
Indian Affairs Manual.

We recommend that the Area Director take appropriate action
correct the above listed deficiencies.
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